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vABSTRACT
This study investigates the application of firms’ financial practices and its 
impact on firms’ performance in economic conditions of an emerging market of 
Pakistan. Firm’s financial practices include capital structure decisions, dividend 
policy decisions, investment appraisal techniques, working capital policy, methods of 
measuring cost of capital and financial assessment using financial ratios. This study 
analyzes the primary data of both financial and non-financial firms listed at Karachi 
Stock Exchange (KSE) of Pakistan. Data from 141 firms were analyzed using 
descriptive and factor analyses along with linear and multiple regression techniques 
to investigate the relationships between financial practices and firms' performance. 
The magnitude and significance of the moderating effect of agency cost was 
examined using multiple regression analysis on the relationship between capital 
structure decisions and dividend policy decisions with firms’ performance. The 
descriptive findings of the study demonstrate that financial practices are followed in 
Pakistani corporate sector and are considered very important for a firm’s 
performance. Results show that capital structure decisions and dividend policy 
decisions have a significant positive impact on firms’ performance. In a similar vein, 
investment appraisal techniques, working capital policy, methods of measuring cost 
of capital and performance assessment using financial ratios are found to be 
significantly related to firms’ performance. Furthermore, agency cost does not only 
exert a significant impact on firms’ performance, but also moderates the relationship 
between dividend policy decisions and firms’ performance. However, agency cost 
does not moderate the relationship between capital structure decisions and firms’ 
performance. The study has both theoretical and practical implications for managers 
and practitioners about the magnitude of each financial practice in relation to agency 
costs and their contribution in the firms’ performance.
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ABSTRAK
Kajian ini mengkaji aplikasi amalan kewangan dan kesannya terhadap 
prestasi firma dalam keadaan ekonomi bagi pasaran baru di Pakistan. Amalan 
kewangan firma merangkumi keputusan struktur modal, keputusan polisi dividen, 
teknik penilaian pelaburan, polisi modal kerja, kaedah mengukur kos modal dan 
penilaian kewangan menggunakan nisbah kewangan. Kajian ini menganalisis data 
utama firma kewangan dan bukan kewangan yang disenaraikan di Bursa Saham 
Karachi (KSE), Pakistan. Data daripada 141 buah firma telah dianalisis 
menggunakan analisis deskriptif dan analisis faktor melalui teknik regresi linear dan 
regresi pelbagai untuk mengesan hubungan antara amalan kewangan dan prestasi 
firma. Magnitud dan kepentingan kesan penyederhana (moderator) iaitu kos agensi 
telah diperiksa dengan menggunakan analisis regresi berganda terhadap hubungan 
antara keputusan struktur modal dan keputusan polisi dividen dengan prestasi firma. 
Hasil kajian deskriptif menunjukkan bahawa amalan kewangan dipatuhi dalam 
sektor korporat di Pakistan serta mempengaruhi prestasi firma. Keputusan kajian 
juga menunjukkan bahawa keputusan struktur modal dan keputusan polisi dividen 
mempunyai kesan positif yang signifikan ke atas prestasi firma. Teknik penilaian 
pelaburan, polisi modal kerja, kaedah mengukur kos modal dan penilaian prestasi 
yang menggunakan nisbah kewangan didapati mempunyai hubungan signifikan 
terhadap prestasi firma. Seterusnya, kos agensi bukan sahaja memberikan kesan 
yang besar kepada prestasi firma, tetapi juga menyederhanakan hubungan antara 
keputusan polisi dividen dan prestasi firma. Namun, kos agensi tidak 
menyederhanakan hubungan antara keputusan struktur modal dan prestasi firma. 
Kajian ini mempunyai implikasi teori dan praktikal bagi pengurus dan pengamal 
mengenai magnitud setiap amalan kewangan berhubung dengan kos agensi dan 
sumbangannya terhadap prestasi firma.
